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F r a n k  H .  M u r k o w s k i

G overnor

GOVERNOR@GOV.STATE.AK.US

P.O. BOX I 10001 
Juneau, Alaska 99B1 l-oooi 

(907) 465-3500 
FAX (907) 465-3532 WWW.GOV.STATE.AK.US

m 3 1 5

S t a t e  o f  A l a s k a
Office of the Governor 

J uneau

M ay 9 , 2 0 0 3

The H onorable Pete K ott 
S p eak er o f th e  H o u se  
A lask a  S ta te  L egislature  
S tate  C apitol, Room  2 0 8  
J u n e a u , AK 9 9 8 0 1 -1 1 8 2

D ear S p eak er  Kott:

U nd er th e au th o r ity  o f art. Ill, se c . 18, o f  th e A la sk a  C o n stitu tio n , I am  
tra n sm ittin g  a  bill re la tin g  to  bond fu n d in g  o f ca p ita l im p ro v em en ts  for the  
A laska In tern ation a l A irports S y stem .

T he bill in c r e a se s  the cu m u la tiv e  a u th o r iza tio n  for in tern a tio n a l airports  
reven u e b o n d s, a llow in g  the sa le  o f u p  to $ 7 6 ,6 0 0 ,0 0 0  in  n ew  reven u e  b o n d s to 
su p p ort cap ita l im p rovem en t p rogram s for FY 0 4  th ro u g h  FY 0 6  at th e  Ted  
S tev en s  A n ch orage In tern ation a l A irport a n d  F a irb a n k s In tern ation a l Airport, 
referred to co llective ly  a s  th e A la sk a  In tern a tio n a l A irports S y stem  (AIAS), an d  
certa in  p a ssen g er  term in a l ren ovation  w ork a t  th e  Ted S tev e n s  A nchorage  
In tern ation a l Airport.

F u n d in g  for o p era tio n s an d  ca p ita l im p ro v em en ts  o f  th e  AIAS is  ob ta in ed  
from ch a rg es  for th e  u se  of airport fa c ilit ie s , prim arily  p a id  by com m ercia l 
a ir lin es. The AIAS a n d  the a ir lin es  th a t  are s ig n a to r ie s  to  th e  In tern ation al 
A irports S y stem  O p eratin g  A greem en t h ave  agreed  to a  ca p ita l im p rovem ent  
program  approved  by th e  sign atory  a ir lin e  ra tep a y ers  u n d e r  th e  op erating  
agreem en t. U n d er  th e  op eratin g  a g reem en t, effective  from  S ep tem b er  1, 2 0 0 1  
th rou gh  J u n e  3 0 , 2 0 0 6 , th e AIAS h a s  sh ifted  from  c a sh  fu n d in g  lon g-term  
projects in  a d v a n ce  th rou gh  a n n u a l ca p ita l c h a r g es  p a id  by the a ir lin es  
th rou gh  ra tes  a n d  fees , to reven u e  b on d  fu n d in g  for m o st  projects. R even u e  
bon d  fu n d in g  a llow s a n n u a l d eb t serv ice  to  be p a id  th ro u g h  airline ra tes  and  
fees  sp read  over lo n ger  p eriod s o f tim e, s u c h  a s  th e  u se fu l life o f airport 
projects. The b o n d s  are n o t a  g en era l o b lig a tio n  o f th e s ta te , and  th e  s ta te  d o es  
n o t p led ge its  fa ith  a n d  cred it to th e  p a y m e n t o f th e  b o n d s . The is su a n c e  o f the  
b o n d s d o e s  n o t d irectly  or in d irectly  or c o n tin g en tly  o b liga te  th e  s ta te  or any  
politica l su b d iv is io n  th ereo f to ap p ly  m o n ey  from , or levy  or p ledge, a n y  form  of  
taxa tion  w h atever  to th e  p a y m en t o f th e  b o n d s.
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A dditional b o n d  a u th o riza tion  u n d er  AS 3 7 .1 5 .4 1 0  w a s granted  in 2 0 0 1  
to im p lem en t th e ca p ita l im p rovem en t program  for th e  First tw o y ea rs  o f th e  
O perating A greem ent. A dditional bon d  au th o r iza tio n  is  n o w  required  to fin a n ce  
th e  co n tin u a tio n  o f th e  cap ita l im p rovem en t program . AS 3 7 .1 5 .4 1 0  cu rren tly  
a u th o r izes  th e  s ta te  to is s u e  u p  to $ 4 4 7 ,9 0 0 ,0 0 0  o f reven u e b o n d s to su p p o rt  
airport projects. T h is au th ority , cu m u la tiv e  s in ce  th e in cep tio n  of 
AS 3 7 .1 5 .4 1 0 , w ill be e x h a u ste d  by J u n e  3 0 , 2 0 0 3 , w ith  o u ts ta n d in g  bon d  
princip a l s ta n d in g  a t $ 3 6 8 ,2 0 0 ,0 0 0 .

The a u th o r ity  so u g h t in th is  bill w ou ld  in crea se  th e  bond  au th oriza tion  
lim it to fin a n ce  th ree  m ore y ea rs  o f  cap ita l im p rovem en ts a t  b o th  th e  Ted  
S tev en s  A n ch orage In tern ation a l A irport an d  F a irb an k s In tern ation a l Airport, 
a s  w ell a s  co m p le tio n  c o s ts  o f  the red ev e lo p m en t o f C o n co u rse  C at th e Ted  
S tev e n s  A n ch orage In tern ation a l A irport p a ssen g er  term in al. B y covering th e se  
n e e d s  in a  s in g le  n ew  b on d  is su e , th e  s ta te  w ou ld  be ab le  to red u ce  c o s ts  
related  to th e  d eb t is su a n c e .

The A la sk a  In tern ation a l A irports S y stem  is  a n  in crea sin g ly  vita l a n d  
grow ing part o f o u r  eco n o m ic  en g in e . T he a irp orts sy ste m  an d  th e s ta te ’s  
m ajor air carriers p ro p o se  to c o n tin u e  d ev e lo p in g  ou r w o r ld -c la ss  in tern a tio n a l 
airports th ro u g h  th e  im p lem en ta tio n  o f th e  In tern ation a l A irports O perating  
A greem ent, su p p o rted  by th e  is su a n c e  o f th e se  ad d ition a l reven u e  b o n d s. In 
order to a s su r e  tim ely  project d ev e lo p m en t, I urge y o u r  prom p t a n d  favorable  
a ctio n  on th is  m ea su re .

The Honorable Pete Kott
May 9, 2003
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FISCAL NOTE
STATE OF ALASKA
2003 LEGISLATIVE SESSION

R ev ision  D a te/Time (Note if correction);_________
Title International Airport Revenue Bonds

Fiscal Note Number:

Bill Version:

(H) Publish Date:

1
HB 315

5/9/03

Dept. Affected:__________ Revenue
BRU Revenue Operations

"Component Treasury Division
Sponsor
Requester

House Rules
Governor

E x p e n d i tu r e s / R e v e n u e s

Component No. 

(T h o u sa n d s  o f D ollars)

121

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Sen/ices
Travel
Contractual 1,532.0
Supplies
Equipment
Land & Structures
Grants & Claims
Debt Service 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

TOTAL OPERATING 7,813.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

CAPITAL EXPENDITURES | | | I I I I
jCHANGE IN REVENUES ( ) I I I I I I
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Int Airport Construction Fund 7,813.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

TOTAL 7,813.0 6,281.0 6,281.0 6,281.0 6,281.0 6,281.0

E stim ate  o f an y  c u rre n t y e a r (FY2003) co st: 0.0
Mark th is  box  (X) If fund ing  fo r  th is  bill is  in c lu d ed  in th e  G overno r’s  FY 2004 b u d g e t p ro p o sa l:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a  separate page if  necessary)
Th is hill will in c r e a s e  th e  cum u la tiv e  au th o riz a tion  fo r in te rn a tion a l a irpo rt r e v e n u e  b o n d s , allow ing  fo r th e  
s a le  o f dp o t $76,600,000 in r e v e n u e  b o n d s  to  su p p o r t  c ap ita i im p ro v em en t p ro g ram s  fo r FY  04 th ro u g h  FY 
06 a t  th e  T ed  S te v e n s  In te rn a tion a l A irport a n d  F a irb a n k s  In te rn a tion a l A irpo rt co llec tiv e ly  th e  A la sk a  
In te rna tional A irport S y s tem  (AIAS).
R e v e n u e  bond  fund ing  a llow s a n n u a l d e b t  s e rv ic e  to  b e  p a id  th ro u gh  a irline r a t e s  a n d  f e e s  s p r e a d  o v e r 
tim e.
A ssum ing  a n  in te re s t ra te  o f 6.5%, a n d  a  25-year term , a n n u a l d e b t  s e rv ic e  w ou ld  b e  a p p ro x im a te ly  $6.3 
million p e r y e a r  in FY  2005 th ro u g h  FY2029. I s s u a n c e  c o s t s  a re  a p p ro x im a te ly  2%  o f b o n d s  is su e d .

Prepared by: 
Division

Approved by: 
Agency

Steve Porter, Deputy Commissioner Phone 465-2365
Department of Revenue Date/Time 5/8/03 4:57 PM

Bill Corbus, Commissioner Date 5/8/2003
Department of Revenue

(Rovisod 9/2002 OMB)

f ' ] T T E E  C O P Y

P a g e  1 o f  1__





T e r m i n a l  R e d e v e l o p m e n t  P r o j e c t

£jg Concourse C 
gj Renovations

Terminal Access Road & Parking 

C Apron/ Gates A5-A9 
£9 Remote Overnight Parking 

AARF Demolition 
*  Remote Cargo Apron Location TBD
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T R P  S t a t u s  

> O v e r a l l  P r o j e c t  5 9 %  C o m p l e t e .

> P r o g r a m  E l e m e n t s  C o m p l e t e :
• U t i l i t y  R e l o c a t i o n s  
• D e m o l i t i o n  O l d  C o n c o u r s e  C  
• R e g i o n a l  A i r l i n e  R e l o c a t i o n s  
• L a n d s i d e  R o a d s  
• R O N  A p r o n
• C o n c o u r s e  C  -  P h a s e  I  -  S t r u c t u r a l

>  C o n c o u r s e  C  -  P h a s e  I I  -  B u i l d i n g  C o m p l e t i o n  -  4 7 %

>  T o t a l  F u n d i n g  A u t h o r i z e d  -  $ 2 5 4 m

>  T o t a l  E x p e n d i t u r e s  T o  D a t e  -  $ 1 8 2 m



C o n c o u r s e  ‘ C ’  S p a c e  I n c r e a s e s

O r i g i n a l  C o n c e p t  P l a n  ( N o v e m b e r  1 9 9 7 )  3 6 0 , 5 4 2  s f

A r e a s  o f  I n c r e a s e

A ir l in e  L e a s a b le  S p a c e 38,625 s f
C o n c e s s io n  / R e ta i l  L e a s a b le  S p a c e 7,944 s f
B a s e m e n t  S e r v ic e  A c c e s s  &  B a g  B e lt  S y s te m s 2 3 ,3 19 s f
C o n c o u r s e  ‘ C ’ C ir c u la t io n 5,3 10 s f
M e c h a n ic a l  / O p e r a t io n s 11 ,4 6 0 s f

T o t a l  S p a c e  I n c r e a s e s 8 6 , 6 5 8  s f

C u r r e n t  S c o p e 4 4 7 , 2 0 0  s f



C o n c o u r s e  C  - P e r m i t  D e l a y s

>  B u i l d i n g  P e r m i t  a p p l i c a t i o n  -  1 2 / 3 / 9 9 .

>  A n t i c i p a t e d  B u i l d i n g  P e r m i t  a p p r o v a l  -  4 / 5 / 0 0 .

>  A c t u a l  B u i l d i n g  P e r m i t  a p p r o v a l  -  4 / 5 / 0 2 .



C o n c o u r s e  C  P e r m i t  S c h e d u l e  D e l a y

Tumovei 1 
Tumovor2 
Turnovers

Turnover 1 
Turnover 2 
Turnovers

Turnover 1 
Turnover 2 
Turnover 3

Substantial Completion 
815/02

Steel AvailabilityBuilding Permit

Phase 1 ■ Structural

OF PHASE 1

Single turnover 
3/1/02 ' i i l.:! U  !

Phose 2 • Building Completion 
640 cal days

Phase 1 Award 
2/16/00

Phase 1 - Structural 
330 cal. days 

NTP 
4/5/00

SCHEDULE AT AWARD OF PHASE 2

J J A S 0 N D J F

.
Phase 2 ■ Building Comp/alio
640 cal days m & V..(

Phase 1 Award 
2/16/00
' ' j

Phaso 1 - StructuralJ ' i
330 cal. dayo 

NTP
4/5/00

Permit Delay 
480 cal. days

Turnover Areo 4 Subslonlial Completion
3/1/03 12/1/03

i \ " \ . PWOS- nocitiy.____

Phaso 2 Award 
9/7/01

Ohginal
turnover

Phaso 1
Substantial Completion 

5/1/04 |

Permit Delay 
480 cal. days

Phaso 2 Award 
9/7/01

CURRENT SCHEtlULE (Including Delayed Accoss, Changes, and Acceleration)
Access
5/6/02
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P e r m i t  R e l a t e  C o s t s

( i n  m i l l i o n s )

E s t i m a t e d

C o n s t r u c t i o n  $ 2 2 . 1 m

P e r m i t  R e v i e w  / D e s i g n  $ 3 . 8 m

C o n s t r u c t i o n  M a n a g e m e n t  $  3 . 6 m

P r o j e c t  A d m i n i s t r a t i o n  / L e g a l  $  3 . 7 m

T o t a l  $  3 3 . 2 m



C o n c o u r s e  C  -  T S A S e c u r i t y  I m p a c t s

( i n  m i l l i o n s )

E D S  B a g g a g e  S c re e n in g
Baggage Belt Equipment 
Changes to Building Systems

P a s s e n g e r  S c re e n in g  
T S A  S u p p o r t  S p a c e  
M is c e lla n e o u s  S e c u r ity  C o s ts

CCTV Increase 
Parking 
Service Access

D e sig n  / A d m in  / C M

E s tim a te  

$ 14.0 m

$ 1 .5  m
$ 1.0 m
$ 1 .5  m

$ 5.0 m
T o ta l:  $ 23,0 m



E s t i m a t e  a t

( i n  m i l l i o n s )

B u d g e t  I te m E s tim a te

O riginal Term inal Redevelopment Scope $230m
Concourse C  Additional SF Cost $ 22m
Perm it Delay Costs $ 33m
T S A  Security Impacts $ 23m

Estimate at Completion $308m*

* Does not include Concourses ‘A’ and ‘B’ renovations



F u n d i n g  A  v a i l a b l e

( i n  m i l l i o n s )

j C u r r e n t  A u t h o r i z e d  P r o j e c t  F u n d i n g A m o u n t s
T R P  Series A , B &  C  Revenue Bonds 
F H W A  Landside Funding

$204m 
$ 26m

Subtotal:
Interest Earnings

$230m 
$ 24m

Total: $254m

Additional Interest Earnings $ 5m

Total Funding Available $259in

Estimate at Completion $308m

Net Funding Required ( D o e s  n o t  i n c l u d e  C o n c o u r s e s  A  &  B ) $ 49m



T R P  P r o j e c t e d  C a s h  F l o w

(in m i l l io n s )______________
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Aug-05
Jul-05
Jun-05
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Apr-05
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Feb-05
Jan-05
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N
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ar-04
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T R P  F u n d i n g  R e q u e s t

m i l l i o n s )

F Y  0 4

> C o n c o u r s e  C / T R P  C o m p l e t i o n



A l a s k a  I n t e r n a t i o n a l  A i r p o r t s  S y s t e m  
B u s i n e s s  P l a n n i n g  I n f o r m a t i o n

P r e s e n t a t i o n  t o  S t a t e  o f  A l a s k a  L e g i s l a t u r e

May 9, 2003
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O v e r v i e w

>  A v ia t io n  I n d u s tr y  O u t lo o k
•  F e d e r a l  A i r l i n e  A s s i s t a n c e

•  C o m m e r c i a l  C a r r i e r s

•  C a r g o  C a m e r s

>  A l a s k a  E c o n o m ic  a n d  D e m o g r a p h ic  O v e r v ie w
>  a XAS A v ia t io n  A c t iv i ty
>  A I A S  A i r p o r t  O p e r a t in g  A g r e e m e n t  ( A O A )  a n d  B o n d  R e s o lu tio n
>  A I A S  P la n  o f  F in a n c e

•  S o u r c e s  o f  F u n d s

•  S e r i e s  2 0 0 4  A I A S  R e v e n u e  B o n d s

•  F u t u r e  S e r i e s  A I A S  R e v e n u e  B o n d s

•  L a n d i n g  F e e s

•  T e r m i n a l  R e n t a l s  R a t e s

>  C o m p a r a t iv e  A i r p o r t  D a ta

2



I n d u s t r y  O u t l o o k

Fede ra l A ir l in e  Assistance
A i r l i n e s  w i l l  b e  g e t t i n g  a d d i t i o n a l  f e d e r a l  a s s i s t a n c e . . . .  

>  A i r l i n e  I m p r o v e m e n t  P r o g r a m
• Provides funding for planning and development at airports.
• $3.4 billion appropriated for 2003 and now in authorization 

hearings.
>  E m e r g e n c y  W a r t i m e  S u p p l e m e n t a l  A p p r o p r i a t i o n s  A c t

• H.R. 1559 signed April 16, 2003
• $3.5 billion assistance for the airline industry
• Of $665.0 million earmarked for the TSA, $235.0 million is 

specified for airport explosive detection systems

3



I n d u s t r y  O u t l o o k

C om m e rc ia l C a rrie rs
> The C hanging North Am erican M arket

• E x p a n s io n  o f  lo w  fa re  c a rrie rs  (S o u th w e s t,  je t B lu e )  in to  lo n g -h a u l m a rk e ts .

• M a i n l in e  h u b  c a rrie rs  r e a lig n in g  r e g io n a l f l ig h t s  (s h o r t-h a u l m a rk e ts )

• In c r e a s in g  r o le  o f  r e g io n a l je ts

•  L o n g e r -h a u l tr a n s c o n tin e n ta l ro u te s  -  n e w  a ir c r a ft

> K e y  Elements to Recovery
• C a p a c ity  R e d u c t io n

• R e s tru c tu re d  L a b o r  A g r e e m e n ts

• R e -a lig n e d  H u b  N e tw o r k s

> N ear T erm  Forecast
• P o te n tia l b a n k r u p tc y  s c e n a rio s  w i l l  c o n t in u e  to  be e v a lu a te d

• D e m a n d /c a p a c ity  m a n a g e d  th ro u g h  c o n t in u in g  s c h e d u le  re d u c tio n s

• In d u s tr y  r e c o v e r y  s h o u ld  o c c u r  in  2 0 0 5

4
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I n d u s t r y  O u t l o o k

C om m e rc ia l C a rrie rs

Aviation System  Shocks and Recoveries
1960-2001 Q „

7oo_____________________________________________ __________________________________________Sept. 11

WTC 1993 

Gulf War

Pan Am 1

PATCO Strike

Hijackings
Cuban 
Missile 
Crisis

i—■—s—i— —r—. 'T  \ * - —t

O  Recessions

^  ^  to p ?  ^

Source: Air Transpoil Association, Landrum & Brown, Inc.

5



Dofflesite China

Asla-.lii.'H)iAmeiba

l̂ litAnVed̂ :̂ ĥArngrtea
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Asia cargo markets lead industry growth
Growth, percentage 2001-2021 (

I n d u s t r y  O u t l o o k

C a rgo  C a rrie rs
C a r g o  m a r k e t s  c o n t r a c t e d  

d u r i n g  t h e  r e c e n t  r e c e s s i o n . ..

Major Air Cargo Markets Severely Contracted in 2001
Monthly percentage of change over prior year

 b u t  t h e  f u t u r e  f o r e c a s t  

r e m a in s  s t r o n g ,  e s p e c i a l l y  f o r  t h e  

m a r k e t s  s e r v e d  f r o m  A I A S .

Source: Boeing "World Air Cargo Forecast 2002-2003", Sept. 2002
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A I A S  A v i a t i o n  A c t i v i t y

Enp lanem ents
P a s s e n g e r  t r a f f i c  h a s  r e c o v e r e d  m o r e  q u i c k l y  t h a n  e x p e c t e d . . .

2002 Feasibility AIAS Revised
Y e a r Study F o re c a s t

1990 A 1,867,281 1,867,281
2000A 2,593,585 2,593,585
2001A 2,658,282 2,658,282
2002A 2,995,458 2,995,458
2003EA 3,064,810 3,064,810
2004F 2,747,000 3,148,000
2005F 2,815,000 3,234.000
2006F 2,892,000 3,322,000
2007F 2,971,000 3.413,000
2008 F 3,052.000 3,506,000
2009F 3,135.000 3,602.000
201 OF 3,221.000 3,700,000

Average Annual Growth Rates
1990 - 2002 4.0% 4.0%
2002 - 2007 -0.2% 2.6%
2007 - 2 0 10 2.7% 2.7%
1990 -2010 2.8% 3.5%

A -  Actual
EA = Estimated Actual 
F = Forecast

4.000.000

3.500.000

3.000.000

2.500.000

2.000.000

1.500.000 

1,000,000

500,000

1

1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

■  A IAS  Revised ForecastS  2002 Feasibility Study
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A I A S  A v i a t i o n  A c t i v i t y

To ta l G ross  T ake  O f f  W e ig h t

2002 Feasibility AIAS Revised 
y car Study Forecast

1990A 20,347,453 20,347,453
2000A 28,404,21 1 28,404,211
2001A 29,422,940 29,422,940
2002A 28,937,906 28,937,906
2003EA 33,252,888 33,252,888
2004F 30,060,000 34,250,000
2005F 31,473,000 35,278,000
2006F 32,977,000 36,336,000
2007F 34,557,000 37,426,000
2008F 36,219,000 38,549,000
2009F 37,967,000 39,705,000
20I0F 39,805,000 40,896,000

Average Annual Growth Rates
1990 - 2002 3.0% 3.0%
2002 - 2007 3.6% 5.3%
2007 - 2010 4.8% 3.0%
1990 - 2010 3.4% 3.6%

A = Actual
EA = Estimated Actual 
F = Forecast

45.000.000

40.000.000

35.000.000

30.000.000

25.000.000

20.000.000

15.000.000

10.000.000 

5,000,000

"S3

1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

El 2002 Feasibility Study AIAS Revised Forecast
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A I a S  A v i a t i o n  A c t i v i t y

A i r  C a rg o  T onnage
2002 Feasibility AIAS Revised 

Year Study Forecast
1990A 622,949 622,949
2000A 2,148,048 2,148,048
2001A 2,227,895 2,227,895
2002A 2,1 19,877 2,1 19,877
2003EA 2,523,783 2,523,783
2004F - 2,605,000
2005 F - 2,688,000
2006F - 2,774,000
2007F - 2,863,000
2008F - 2,955,000
2009F - 3,050,000
201 OF - 3,148,000

Average Annual Growth Rates
1990 - 2002 10.7% 10.7%
2002 - 2007 N/A 6.2%
2007 - 20I0 N/A 3.2%
1990 - 20I0 N/A 8.4%

A = Actual
EA = Estimated Actual 
F = Forecast

3.500.000 

3,000,000

2.500.000 

2,000,000

1.500.000 

1,000,000

500,000

1990 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
■ AIAS R ev ise d  F o r e c a s t□ 2002 Feasibility Study

The 2002 Feasibility Study did not forecast air cargo tonnage.
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A I A S  P l a n  o f  F i n a n c e

A O A
>  N e g o t i a t e d  i n  2 0 0 1  t o  r e p l a c e  o u t d a t e d  a g r e e m e n t  w i t h  a i r l i n e s

>  D efin es  A ir l in e  R a te s  a n d  C h a r g e s  M e th o d o lo g y :

M & O  A n n u a l  D e b t  F u n d  D e p o s i t  i N o n - A i r l i n e  _  N e t  A i r l i n e

E x p e n s e s  S e r v ic e  R e q u i r e m e n t s  R e v e n u e s  R e q u i r e m e n t

. ____________________________________________________________________________________________________________________

N e t  A ir l in e  R e q u ir e m e n t  -  c o lle c te d  th r o u g h  L a n d in g  F e e s , T e r m in a l R e n ta ls ,  C o m m o n  U s e  

P re m is e s  C h a rg e s , F I S  F e e s , A ir c r a f t  R a m p  R e n ta ls ,  A ir p o r t  A d m in is t e r e d  P r e m is e s  C h a rg e s , 

A ir c r a f t  P a r k in g  C h a rg e s .

>  C r e a t e s  f i v e  A d m i n i s t r a t i v e  R e s e r v e  F u n d s

>  O b l i g a t e s  t h e  a i r l i n e s  t o  p a y  A I A S  R e v e n u e  B o n d s  t h r o u g h  r a t e s  a n d  c h a r g e s

>  E s t a b l i s h e s  C a p i t a l  P r o j e c t  c o n s u l t a t i o n  p r o c e d u r e s

>  E s t a b l i s h e s  A i r l i n e  l e a s e  o b l i g a t i o n s  a n d  a c c o m m o d a t i o n  p r o c e d u r e s
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A I A S  A O A  a n d  B o n d  R e s o l u t i o n

A O A

A d m in is t r a t iv e  R e s e r v e  F u n d s
•  N e g o t i a t e d  a s  p a r t  o f  t h e  n e w  A O A ,  i n  p a r t  t o  i m p r o v e  b o n d  r a t in g s

8 S u b o r d in a t e  t o  f u n d s  e s t a b l is h e d  i n  A I A S  B o n d  R e s o l u t i o n

8 D e b t  s e r v ic e  is  p a i d  e v e n  b e f o r e  A I A S  M a i n t e n a n c e  a n d  O p e r a t i n g  

E x p e n s e s



A I A S  A O A  a n d  B o n d  R e s o l u t i o n

B o n d  R eso lu tion

>  A l l  A I A S  R e v e n u e s  a re  p le d g e d  to  m a k e  A I A S  R e v e n u e  B o n d  p a y m e n ts

>  R a te  C o v e n a n t :
•  C o m m i s s i o n e r  o f  D O T & P F  is  r e q u ir e d  t o  f i x  a n d  c o l le c t  s u c h  fe e s ,  c h a r g e s  a n d  

r e n t a ls  f r o m  u s e  o f  t h e  A I A S  A i r p o r t s  s o  t h a t  N e t  R e v e n u e s  i n  e a c h  f i s c a l  y e a r  a r e  

a t  le a s t  e q u a l  t o  1 .2 5  t im e s  A g g r e g a t e  A n n u a l  D e b t  S e r v ic e  p lu s  d e p o s it  

r e q u ir e m e n t s  i n  t h e  R e s e r v e  A c c o u n t  a n d  t h e  R e p a i r  a n d  R e p la c e m e n t  F u n d .

( F Y 0 5  -  $ 3 8 . 7  M i l l i o n )

>  A d d it io n a l  B o n d s  T e s t  ( F u tu r e  P a r i ty  B o n d s)  R e q u ir e s :
•  A u t h o r i z i n g  L e g i s l a t i o n

•  C o m m i s s i o n e r  f i n d i n g  t h a t  p r o c e e d s  w i l l  b e  e x p e n d e d  o n  n e c e s s a r y  p r o je c t s

•  S t a t e  is  i n  c o m p l i a n c e  w i t h  a l l  c o v e n a n t s  o f  B o n d  R e s o l u t i o n

• S t a t e  c e r t i f ie s  t h a t  N e t  R e v e n u e s  d u r i n g  n e x t  t h r e e  y e a r s  e q u a l  t o  a t  le a s t  1 .2 5  t im e s  

A g g r e g a t e  A n n u a l  D e b t  S e r v ic e

1 2



A I A S  A O A  a n d  B o n d  R e s o l u t i o n

B o n d  R eso lu t io n

^  S e c u r ity  f o r  th e  B o n d s  -  1999 a n d  2002 B o n d  R e s o lu tio n

“ The Bonds are not a general obligation o f the State, and the State does not pledge its 
faith and credit to the paym ent o f  the Bonds. The issuance o f the Bonds does not 
directly or indirectly or contingently obligate the State or any political subdivision 
thereof to apply money from, or levy or pledge, any form  o f taxation whatever to the 
paym ent o f  the Bonds.”
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A I A S  A O A  a n d  B o n d  R e s o l u t i o n

B o n d  R eso lu tion
>  F lo w  o f  F u n d s

14



A I A S  A O A  a n d  B o n d  R e s o l u t i o n

>  R e l a t i o n s h i p  o f  A O A  t o  S t a t e  B o n d  R e s o l u t i o n :

•  T h e  A O A  s t a t e s  e x p l i c i t l y  t h a t  i t  i s  s u b o r d i n a t e  i n  a l l  r e s p e c t s  t o  t h e  

S t a t e ’ s  B o n d  R e s o l u t i o n ,  a n d  t h a t  a l l  A I A S  R e v e n u e s  c o l l e c t e d  b y  

D O T & P F  s h a l l  b e  a p p l i e d  a s  s e t  f o r t h  i n  t h e  B o n d  R e s o l u t i o n .

•  T h e  B o n d  R e s o l u t i o n  s t a t e s  t h a t  a l l  A I A S  R e v e n u e s  a r e  p l e d g e d  t o  

p a y m e n t  o f  t h e  A I A S  R e v e n u e  B o n d s .

•  T h e s e  t w o  p r o v i s i o n s  p r o t e c t  b o t h  t h e  S t a t e  a n d  i n v e s t o r s ,  a n d  a r e  

s t a n d a r d  i n d u s t r y  l a n g u a g e  f o r  a i r p o r t  o w n e r s  t h a t  i s s u e  a i r p o r t  

r e v e n u e  b o n d s .

15



A I A S  P l a n  o f  F i n a n c e

Sources o f  Funds

>  I n te r n a t io n a l  A i r p o r t  R e v e n u e  F u n d  ( I A R F )

•  I n c lu d e s  A I A S  D e v e l o p m e n t  F u n d  e s t a b l is h e d  i n  A O A  ($ 6 .0  m i l l i o n  a n n u a lly )

>  A I A S  R e v e n u e  B o n d s:

Outstanding
Bonds

Issue
Date

Original Principal 
Amount

Annual Debt 
Service Payment

Moody’s 
Credit Rating

Series 1993 I 08/01/93 $34.8 million $2.3 million Aaa

Series 1999 A 01/15/99 $162.5 million $11.8 million Aaa

Series 1999 B 01/15/99 $16.7 million $1.2 million Aaa

Series 1999 C 10/01/99 $25.0 million $2.0 million Aaa

Series 2002 A 04/01/02 $13.1 million $3.6 million (1) Aaa i

Series 2002 B 04/01/02 $127.7 million $10.4 million (I) Aaa

Total $379.8 million (2) $31.6 million

(1) Maximum Annual Debt Service Payment.
(2) Outstanding Principal Amount S368.2 m illion as o f 6/30/02

16



A I A S  P l a n  o f  F i n a n c e

Series 2004 A IA S  R evenue  B onds

s 2 Funding Scenarios & A irline N egotiations

/V ] Finalize Airline; N egotiations

Legislative A pproval

J D O R-Proposal A w ard process For! U nderwrijler

Devc' , - o f  Finance

5/15 Financing Team  kick-off

Feasibility Study &  Rond )>ocn»*c..l;ition

8/J3 M ail P relim inary  Official S tatem ent

|  R ating Agency Presentations & Rond Ins. Coj Negotiations

9/15 Sell Bonds

(i/30 Close on Revenue Ronds
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A I A S  P l a n  o f  F i n a n c e

Series 2004 A IA S  R evenue  B onds
(in millions)

TRP Project Funding Requirement - FY04 $50.0

Less:

Contribution From IARF (2.0)

Contribution FY02-FY03 CIP  0 0
TRP Net Project Funding Requirement - FY04 $48.0

CIP Project Funding Requirement - ANC FY04 $18.4
Less:

Contribution FY02-FY03 CIP (1.0)

PFC Funded Portion o f  FY04-FY06 CIP  (7.4)

CIP Net Project Funding Requirement - ANC FY04 $10.0

CIP Project Funding Requirement - FAI FY04 $3.5

Total Project Funding Requirement - FY04 $61.5
Other Financing Costs  15.1
Total TRP and CIP Bond Funding Requirment - FY04  $76.6
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A I A S  P l a n  o f  F i n a n c e

Fu tu re  Series A IA S  R evenue  B onds
(in millions)

TRP Project Funding Requirement - FY05 $108.0
Other Financing Costs  30.9

Total TRP Bond Funding Requirement - FY05  $138.9

CIP Project Funding Requirement - ANC FY07 $58.2
Defer FY02-FY03 Project until FY07 1.0
CIP PFC Funded Portion of FY04-FY06  12_

CIP Net Project Funding Requirement - ANC FY07 $61.4
C‘her Financing Costs  18.4

Total CIP Bond Funding Requirment - FY07  $79.8

Total TRP and CIP Bond Funding Requirments - FY04-FY07  $295.3

19



AIAS Plan of Finance
Landing Fees

(per 1,000 lbs)

$1 .80

$1 .60

$1 .40

$1 .20  

$1 .00

$0 .80

$0 .60

$0 .40

$0 .20  

$0 .0 0

El Feasibility Study

@ AIAS

□ AIAS - Revised Forecast

2003 2 0 0 4 2005 2006 2007 2008
........—

2 0 0 9  2010

$0 .72 $1.01 $1 .02 $0 .92 $1 .12 $1 .08 $1 .05  i $1 .02
_______________ 1____________

$0 .72 $0 .73 $ 1 .1 8 $1.11 $1 .44 $1 .39 $1 .5 4  $1.51

$0 .62 $0 .64 $1 .02 $1 .02 $1.33 $1 .30 $ 1 .4 7  $1 .4 6
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AIAS Plan of Finance
T erminal Rental Rate

$ 6 0 .0 0

$ 5 0 .0 0

$ 4 0 .0 0

$ 3 0 .0 0

$2 0 .0 0

$1 0 .0 0

$0 .0 0

H Feasibility Study 

m AIAS

□ AIAS - Revised Forecast

2 0 0 3 2 0 0 4 2 0 0 5 2 0 0 6 2 0 0 7 2 0 0 8 2 0 0 9  2 0 1 0

$ 4 6 .4 1 $ 3 2 .5 2 $ 3 4 .1 3 $ 3 4 .2 4 $ 3 5 .7 0
__________ _

$ 3 8 .0 7
__________

$ 3 8 .4 8  $ 3 8 .8 8
__________|

$ 4 6 .4 1 $ 4 7 .5 8 $ 3 7 .6 2 $ 3 8 .9 2 $ 5 0 .9 7 $ 5 1 .4 0 $ 5 2 .6 0  $ 5 4 .6 7_____

$ 4 6 .4 1 $ 4 7 .5 8 $ 3 6 .6 6 $ 3 9 .2 8 $ 5 1 .3 2 $ 5 1 .7 5

--------------—j---------------

$ 5 2 .9 5  i $ 5 5 .0 2__________|__________
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Comparative Airport Data

Comparable airports are proceeding with development p lans...
Recent Financings (CY2002-Present)

Airport Sale Date Rating Amount Development Program
AIAS 03/28/02 Aaa $140,8 Terminal Redevelopment Program
Louisville 09/23/02 Aaa $84.3 Terminal Expansion
Memphis 01/08/03 

11/20/02
A2
Aaa

$22 1 ^
’ (D Airfield/Taxiway/New Parking Facility

Oakland 09/24/02
07/24/02

Aaa
Aaa

$121.5 (l)
„ „ „ „ Concourse Renovation 
$620.0

Portland no recent bond issues Terminal Expansion, Airfield renovations
Sacramento 07/25/02 Aaa $91.8 Terminal Expansion
San Francisco 12/18/02

02/28/02
Aaa
Aaa

$157 0 (l)
’ (1) Ground Transportation Improvements

San Jose 12/04/02 Aaa $91.6 New Terminal
Seattle 11/14/02 Aaa $230.6 (2) Third runway, Terminal Expansion
( 1) Refunding Bonds

(2) Series 1999, remarked

“ Over 2002-2010, at least $30 billion in major infrastructure improvements are planned in the major airlines'
hub a i r p o r t s ” — Salomon Smith Barney “2002 Hub Factbook”
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Comparative Airport Data
Debt Comparison

The debt load o f any individual a irport depends on where it is in its 
development cycle...

Estimated Estimated Debt
Annual Debt Service per

Service FY2003 Enplane ntc nt
Airport (in millions) FY2003

AIAS $19.5 $7.40
Louisville $42.1 $24.76
Memphis $87.2 $17.48
Oakland $207.9 $37.69
Portland $43.0 $7.41
Sacramento $25.2 $6.24
San Francisco $432.3 $30.88
San Jose $27.8 $5.13
Seattle (l) $69.2 $5.45

( I ) Scat I le cost per cnplancnicnt in FY03 is $0.3 I and is Ibrccust to  increase to $20.75 in I- Y07 

As o f  fiscal year ending June 2002. except Seattle. FY ending 12/.V/02

Source: Financial data front DOT Form 127. Hnplancmcnl data from  IJ.S. DOT as compiled by Data I base Products. Inc.
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Comparative Airport Data

Top 10 New Money Bond Issues at Other A irports Since Sept. 11 th

0 7 / 2 4 / 0 2 P o r t  o f  O a k l a n d  -  C a l i f o r n i a

(in m illions) 

$ 6 2 0 . 0

0 7 / 2 5 / 0 2 N Y C  I n d u s t r i a l  D e v  A g e n c y ;  A m e r i c a n  A i r l i n e s $ 5 0 0 . 0

0 7 / 2 4 / 0 2 H o u s t o n  I n t e r c o n t i n e n t a l  A i r p o r t $ 4 7 4 . 5

1 0 / 0 5 / 0 1 P o r t  o f  S e a i t l e  -  W a s h i n g t o n $ 4 2 7 . 5

0 4 / 2 4 / 0 2 L o s  A n g e l e s  D e p a r t m e n t  o f  A i r p o r t s $ 3 0 0 . 0

0 6 / 2 6 / 0 2 P o r t  o f  N Y  &  N J $ 3 0 0 . 0

1 0 / 2 1 / 0 2 A t l a n t a  H a r t s f i e l d  A i r p o r t $ 3 0 0 . 0

0 5 / 1 7 / 0 2 M i a m i  I n t e r n a t i o n a l  A i r p o r t $ 2 9 9 . 0

0 3 / 1 5 / 0 2 R e g i o n a l  A i r p o r t s  I m p  C o i p :  A m e r i c a n  A i r l i n e s $ 2 6 8 . 0

0 2 / 1 2 / 0 2 M a r y l a n d  T r a n s p o r t a t i o n  A u t h o r i t y $ 2 6 4 . 0

N e w  M o n e y  B o n d s $ 7 , 3 9 8 . 7

R e f u n d i n g  B o n d s $ 6 , 9 6 1 . 4

T o t a l  B o n d  I s s u e s $ 1 4 , 3 6 0 . 1
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AIAS Risk Assessment

> Operational R isk
• L o w e r  en p la n e m e n t and  a ir  cargo  to nn ag e a c tiv ity

• L o w e r  N o n -A ir l in e  R even u es

• A d d it io n a l T S A  se c u rity  p rocess ing  re q u ire m en ts

> Pro ject R isk
• S ch ed u le  d e la y

• L o w e r  a m o u n t o f  A ir l in e  L ea se d  P rem ises

• P ro je c t cost increases

> Financial R isk
•  L o w e r  A I P  d i s c r e t i o n a r y  f u n d i n g

•  H i g h e r  i n t e r e s t  r a t e s

•  “ E v e n t  T h r e a t ”  o n  i n d u s t r y
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Findings and Recommendations

>  A i r p o r t  R e v e n u e  B o n d s  p r o v i d e  c o n s i s t e n t ,  p r e d i c t a b l e  a i r l i n e  r a t e  

i m p a c t s

>  B a s e d  o n  t h e  A O A ,  a i r l i n e s  p a y  f o r  a l l  o p e r a t i n g  a n d  c a p i t a l  c o s t s  o f  

t h e  A I A S  a f t e r  d e d u c t i n g  N o n - A i r l i n e  R e v e n u e s

>  A n c h o r a g e  p a s s e n g e r  m a r k e t  h a s  r e c o v e r e d  a n d  w i l l  c o n t i n u e  t o  g r o w  

b y  2 %  t o  3 %  a n n u a l l y

>  A n c h o r a g e  c a r g o  m a r k e t  h a s  e x c e e d e d  f o r e c a s t s  a n d  i s  a  k e y  p o i n t  o f  

d e p a r t u r e  f o r  t r a n s - p a c i f i c  m a r k e t

>  F u l l  f a i t h  a n d  c r e d i t  i s  n o t  a t  r i s k  w i t h  i s s u a n c e  o f  A i r p o r t  R e v e n u e  

B o n d s

>  I n  o r d e r  t o  b e  r e a d y  t o  m e e t  t h e  f o r e c a s t  r e c o v e r y ,  o f  t e r  a i r p o r t s  a r e  

m o v i n g  a h e a d  w i t h  l a r g e - s c a l e  d e v e l o p m e n t  p r o g r a m s .

>  T R P  c o m p l e t i o n  n e e d e d  t o  m e e t  f u t u r e  p a s s e n g e r  d e m a n d
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